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. Baie WAY 1 a) 1975 : i Employer Identification Number: 
e 52-6104633 


Form Number: 


1099 


. Tax Year: 
1974 
> Trustees of Voluntary Investment Plan 
1815 N. Lynn St., Room 212 
Arlington, VA 22209 


Gentlemen: 


We are processing, as submitted, your shipment of information documents for the 
tax year indicated above. We find, however, that they were not filed in accordance 
with the instructions checked below: , 


[] Documents without taxpayer identifying numbers were mixed with documents 
—with taxpayer identifying numbers. These documents must be shipped under 
separate Forms W-3 or 1096 . 


° 


K] Documents were not burst or stripped. Information documents _filed with the 
Internal Revenue Service. must be. burst % and si stripped t to t the | e size ‘of a a _Single 


forn. 


ia Your complete name, address, and taxpayer identifying number do not appear 
as required on all the forms you filed. By law, the Internal Revenue Service 
may charge a penalty for each failure to include an identifying number on 
ca any form required to be filed, although no penalties are being charged in 
ae this instance. 


ee 2 [J The payee's or recipient's complete name, address, and taxpayer identifying 
L number do not appear as required on all the forms you filed. For each 

= 4 omission of a required identifying number, the Jaw provides that ‘the - : 

se Internal Revenue Service may charge a $5_penalty, unless the payer or payee 


Ver 


éstablishes reasonable cause for not having done so. In this instance, no 
penalties are being charged. 


instructions for preparing and filing wage and information Aocuuents appear: in 
Circular FE, in the instructions for Forms 1096 and W-3, and in the latest Revenue 
Procedures, obtainable free at any Internal Revenue Service office. Although we will 
process the forms you sent us this year, you must follow these procedures when you 
file information documents next year. 


Thank you for your cooperation. 


Sincerely yours, 


- Chief, Taxpayer Assistance Section 


Internal Revenue Service, Memphis, Tenn. 38110 > Form RSC—-586 (Rev. 2-75) 
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Type or print PAYER’S Federal identifying number, name, address and ZIP code above. 


Statement for Recipients of : 
Lump-Sum Distributions 1974 
from Profit-Sharing Copy A 
and Retirement Plans For Internal 


Revenue Service Center 
UV Z=Z_@:|! | Ae Oe : - 


Le Excludable Amounts 
Amount includibl Capital gai . i i f 
| as income (Add 2 total Fag 3 Ordinary 4 fo oe 5 Emplayee 6 Lifa insurance 
columns 2, 3, and 4) tions only) pees. life insurance contributions element 
RECIPIENT'S identifying number » J - ay ect Areas Other 
7 employer’s securities 8 ] 


Type or print RECIPIENT'S name, address and ZIP code above. 


Form 1 O99R 


This is [] or is not [] a total distribution. 
Death benefit exclusion does [-] or does not ["] apply. 


See Form W-3 for instructions. 
If this is a corrected form, put an ‘*X’’ to the right of the number in the upper left corner. 


GPO: 1974-548-223- E.1-22-1766474 Department of the Treasury——tnternal Revenue Service 
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“Notice 382 Approved oe | 
(November 1974) 


Important Information About Changes in 
the Preparation of Forms W-2, 1099R, 
W-3, and 1096 for 1974 


Form W-2, Wage and Tax 
Statement , 
You do not need to fill in the two 


boxes captioned ‘‘Was employee cov- 
ered by a qualified pension plan, ete.?” 


and “Contribution to individual em-— 


ployee retirement account.” These 
boxes were provided because pension 
legislation, pending when the form was 
printed, would have required this in- 
_ formation to be reported for the tax 


year 1974. However, when the Tegisla- 


tion became law, only the first box men- 
tioned above was determined to be 
necessary and the effective date for re- 
porting this information is tax’ year 
1975. 


The recordkeeping requirements and 
information you need to compute the 
amounts excludable from income as sick 
pay for 1974 follow: 


In reporting wages for Federal in- 
come tax purposes, employees may ex- 
clude certain payments the employer 


makes under a wage continuation plan. 


for periods they were absent from work 
because of personal injury or sickness. 


if both the employee and the em- 
ployer contribute, to the plan, any bene- 
fits attributable to the employee's. con- 
tributions are excludable without limit, 


but there ‘are certain limitations on the -. 


exclusion of the benefits attributable 
_ to the employer's contributions. 


To figure an employee's sick pay ex- 
clusion, you must first determine 
whether the weekly sick pay rate is 
more than 75 percent of his regular 
weekly wage rate. 


1. If over 75 percent—tThe employee 
must be absent from work because of 
illness or injury for 30 calendar days 
before he qualifies for the exclusion. 
The exclusion thereafter may not ex- 
ceed $100 a week. 


2. lf 75 percent or less—The em- 
ployee must be absent for 7 calendar 
days before he qualifies for the exclu- 
sion, but the exclusion is limited to an 
amount computed at a regular weekly 


rate not to exceed $75. The waiting 
‘period applies to absences due to both 
illness and injury unless the employee 
is hospitalized at Jeast one day during 
his absence, After 30 calendar days, 
the allowable weekly exclusion” in- 


creases to an amount not t@ exceed 


$100. 


You are not required to withhold in- 
come tax from excludable sick pay pro- 
vided your records show the amount of 


--each payment;. the excludable partion: 


of it, and any other information you 
reasonably believe establishes the em- 
ployee’s right to the exclusion. 


You must include all such payments 
in the ‘'Wages, tips, and other com- 


- pensation” box on Form W-2. However, -—-. 


if you maintain the above recards, you 
may also show excludable sick pay on 
Form W-2 as a separate item, regard- 


“Jess of whether you withheld income 


tax from it. ° 


Form 1099R, Statement for 
Recipients of Lump-Sum 
Distributions From Profit- 
Sharing and Retirement Plans 
This will give you information on 


new rules for determining capital gain 
and ordinary income portions of lump- 


sum distributions from qualified pen-- - 


Step I: Total Taxable Amount 
Total Distribution 


GB RESTA ROR tos waar, and stock bonus 


BONS) 
internal Revenue Service 


ans, and instructions for preparing 
your 1974 Forms 1099R.. 


In general, the new rules provide that 
the partion of a Jump-sum distribution 
attributable to active participation in a 
plan before 1974 is to receive capital 
gains treatment, while the portion at- 
tributable to active participation after 
1973 is taxed as ordinary income under 
a special 10-year averaging method. 


The Employee Retirement Income 
Security Act of 1974, Public Law 93~- 
406, enacted on September 2, 1974, 
provides these new rules for distribu- 
tions made in taxable years of the re- 
cipient beginning after 1973. 

Form 1099R and its instructions, 
which appear on Form W-3, Transmit- 
tal of Income and Tax Statements, for 
1974 were developed prior to enact- 
ment of the new legislation. Payers 


_ and employers should. therefore. follow _. . 


the instructions below in preparing 
Forms 1099R: 


1, Disregard first and last sentences 
of the instructions for box 2 and box 3 
(on the 1974 Form W-3). 


-2. Aggregate all like plans and all 
qualified trusts under a plan before you 
compute the lump-sum distribution. For 
example, if an employee is covered 
under more than one profit-sharing 
plan of the employer, the balance to the 
credit of the employee under each plan 
must be aggregated in order to qualify 
as a lump-sum distribution. However, 
compute the capital gain and ordinary 
income elements separately for each 
such plan. Then combine the elements 
from the plans and furnish the results 
to the employee. 


3. Figure the capital gain and ordi- 


nary income amounts for the lump-sum. . 


distribution as fatlows:~ 


Less: 1. Current actuarial value of any annuity. . - . . . - + OOK 
2. Employee contributions (less any amounts previously distributed 
which were not includible in the employee's gross income) multiplied 
by a fraction the numerator of which is the valve of all property 
distributed (including cash but excluding current actuarial value of 
any annuity contract), and the denominator of which is the sum of 
the current actuarial value of any annuity contract distributed and 
the value of all other property distributed including cash ees XXXXK 
3. Net unrealized appreciation in the value of any employer securities : 
which were a part of the lump-sum distribution . 2 2... XOOKK —_ XKKXX 
Total Taxable Amount ~ 2 2 ww] we ee ee ee ee ee XOX 
Step Il: Capital Gain 
Total Taxable Amount | Months of Active Participation Before 1974 Capital 
(from Step 1) Total Months of Active Participation =~ Gain 
Step il: Ordinary Income 
Total Taxable Amount | Months of Active Participation After 1973 Ordinary 
{from Step 1) Total Months of Active Participation Income 
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employee's active participation bereve 
1974, count as 12 months any part of 
a calendar year in which an employee 
actively participated under the plan; for 
active participation after 1973, count 
as one month any part of a month in 
which the employee actively partici- 
pated under the plan. : : 


The number of months of active 
participation begins with the first month 
in which an employee became a par- 
ticipant under the plan and ends with 
the earliest of — 


(a) The month in which the employee 
received a lump-sum distribution under 
the plan; a . 


(b) The month in which he separates 
from the service; 


(c) The month in which he dies, or 


(d) For an employee within the mean- 
ing of section 401(c)(1) of the Internal 
Revenue Code, the first month in which 
he becomes disabled (within the mean- 
ing of section 72(m)(7) of the Code). 


4. To determine the value of an an- 
nuity contract (box 8 of Form 1099R), 
show the value as an amount equal to 
the current actuarial value of the an- 
nuity contract, reduced by an amount 
arrived at by multiplying employee con- 

“tributions (less any amounts previously 
distributed which were not includible in 
the employee’s gross income) by a frac- 
tion the numerator of which js the cur- 


- 
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tract.and the-denominator of which is 
the sum of the current actuarial value 
and the value of all other property dis- 
tributed including cash. 


lf you are a payer who cannot pro- 
vide the information required on Form 
1099R, report to the IRS only the. gross 
amount in box 1. : 7 


(Employers must provide the informa- 
tion required on Form 1099R to em- 
ployees (recipients) if the payers are 
unable to do so.) 


If you are a payer or employer who 
has already issued Forms 1099R for 


1974 under the old. instructions, please - 


issue CORRECTED forms, and so mark 
them, with the above computations. 


Please advise recipients of Form 
1099R that they may be entitled to use 
the special 10-year averaging method 
when they compute their tax on the 
ordinary income portion of their lump- 
sum distribution; and, that if the recip- 
jents wish to use this method, they 
must compute their tax on the ardinary 
income portion for 1974 on Form 
4972, Special 10-Year Averaging 
Method. 


The new rules do not apply t0 fiscal 
year taxpayers who receive lump-sum 
distributions during 1974 in their tax- 
able year which began in 1973. These 
taxpayers must use the prior rules to 
compute the capital gain and ordinary 


Te US. GOVERNMENT PEUNTING CFPICE : 19274—O-5 62-306 


OONEEROOLO-i7 the lump-sum dis- 
ibution, Please advise these recipients 
that they may use the special 5 or 7 
year averaging methods if they wish; 
then,- these recipients must compute 
their tax on the 1973 version of Form 


+4972, Special Averaging Methods. 


Form W-3, Transmittal of °° 
Income and Tax Statements; 
Form 1096, Annual Summary 
and Transmittal of U.S. 
Information Returns 

Please follow the instructions below 


to reduce the need for us to contact 
you, 


- 1. Use only the official or substitute 
‘forms specified in the appropriate in- 


structions (for example, the Revenue 
Procedures and the instructions on the 
forms). 


2. Include all payer and payee in- 
formation in each information document 
you prepare, to help you avoid possible 
penalty charges. 


3. Send only Copy A of each informa- 
tion document to IRS. Separate each 
Copy A at perforations to make single 


-forms without marginal strips. 


4. Use a separate Form 1096 or W-3 
(whichever is applicable) for each differ- 
ent type of form you transmit. Also use 
a separate Form 1096 or W--3 to send 
forms of recipients whose identifying 
numbers are missing. 
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w U.S. GOVERNMENT PRINTING OFFICE: 1974 —.548 - 025 EI-36-2441915 


Flease remove this sinp af perioration before mailing. 


A 


t 


a 


Form W-3 eal 


loved Fo 


Department of the Treasury 


Internal Revenue Service that apply 


Enter 
number of 
documents 


Form W—2 


PAYER’S identifying number f» 


Place an “X" In the Brnee box to identify 
tyne of document being transmitted 


Form W-2P 


Form 1099R 9 Original 


Type or print PAYER'S name, address and ZIP code above. 


Under penalties of perjury, | declare that_{ haye examined this retum, including accompanying documents and to the best of my knowledge and belief, it is true, correct, | 


Highlight 


Magnetic Tape and Disk Pack Reporting — 
We encourage employers and other payers with 
computer capability to use magnetic tape or 
disk pack for filing information returns. Many 
States and localities also accept information 
Seturns on magnetic tape or disk pack, and 
you may save money by using similar tapes or 
disks for filing with the Service and with State 
or local tax departments. Employers find tape 


or disk reporting allows -economy,- efficiency, 


and flexibility. Revenue Procedures on mag- 
netic tape or disk: pack reporting of informa- 
tion documents and unified wage reporting 
magnetic tape or disk pack format are avail- 
able from most Internal Revenue offices. 


Instructions—Form W-3 


A. Who Must File.—-Form W-~3, Trans- 
mittal of Income and Tax Statements, 
must*be filed by employers and other 
payers as a transmittal for, Form W-2, 
Wage and Tax Statement, Form W-2P, 
Statement for Recipients of Annuities, 
Pensions, or Retired Pay, Form 1099R, 
Statement for Recipients of Lump- Sum 
Distributions from Profit-Sharing and Re- 
tirement Plans, and Form W-3P, Annual 
Report by Certain Payers of Annuities and 
Lump-Sum Distributions. 


_ B. When to File.—-Form W—3 must be 
filed on or before February 28, 1975. 


C. Where to File. 


lf your legal residence, 
principal place of busi- 
ness, office, or agency is 
located in 


Ww 


New Jersey, New York City 
and counties of pend 
Rocidand, Suffolk, and 
Westchester 


New York (all other 
counties), Connecticut, 
Maine, Massachusetts, 
New Hampshire, Rhode 
Island, Vermont 


District of Columbia, 


Use this address 
interaal Reyente Service 


1040 Waverly Avenue 
Holtsville, NY, 11799 


Internal Revenue Service 
Cente: 


enter 
310 Lowel! Street 
Andover, Mass. 01812 


Intemal Revenue Service 


Delaware, Maryland, Center 


11601 Roosevelt Boulevard 
Philadelphia, Pa. 19155 


Internal Revenue Service 


Center - 
Approved "koreteas 


Pennsylvania 


Alabama, Florida, 
Georgia, Mississippi, 
South Carolina 


sd 


So ARCH tape or disk pack transmittal of returns.) 


Corrected 


. Tran mittal of Income and Tax Stateme 
SAQ0F/ GRD sch Me ROR8 40089 


nts 
901,091,49020-7 


1974 


All documents are: Place an “X" in the proper boxes. (See Instructions.) 


With taxpayer 


Without taxpayer 
identifying number ifyi 


identifying number 


"and complete. In the case of documents without recipients’ identifying, numbers | have complied with the requirements of the law by requesting such numbers ‘from the récipients, 
-- buf did not receive them. | assume full responsibility for the accuracy “of Forms WZ that refléct excludable sick- pay.-— - : 


Michigan, Ohio Intemal Revenue Service 


Center 
Cincinnati, Qhio 45298 
Arkansas, Kansas, Intermal Revenue Service 
Louisiana, New Mexico, Center 


Oklahoma, Texas 3651 S. Interregional Hwy. 
Austin, Texas 78740 


Interal Revenue Service 


Center 
1160 West 1200 South St.. 
Ogden, Utah 84201 


Alaska, ‘Arizona, Colorado, 
Idaho, Minnesota, Montana, 
Nebraska, Nevada, North 
Dakota, Oregon, South 
Dakota, Utah,.Washington, 


Wyoming ee 
tHinois, Towa, Intemal Revenue Service 


Missouri, Wisconsin Center 
: . 2306 E. Bannister Road 
Kansas City, Mo. 64170 


Intermal Revenue Service 
Center 
5045 East Butler Avenue 
sah - Fresno, California 93888 
Indiana, Kentucky, Internal Revenue Service 
North Carolina, Tennessee, Center 
Virginia, West Virginia 3131 Democrat Road 
Memphis, Tenn. - 38110 
If you have no legal residence or princi- 
pal place of business in any Internal Rev- 
enue district, file with the Internal Rev- 
enue Service Center, 1160] Roosevelt 
Boulevard, Philadelphia, Pa. 19155. 


D. Payer's Identifying Number.—Your 
payer’s identification number is your Em- 
ployer Identification Number. 


-E. Shipping and Mailing.—Employers 
and other payers filing on the official or 
substitute paper forms. and using more 
than one type of form should group re- 
turns of the same type and forward them 
in separate groups. For example, a payer 
of both wages and annuities should file 
Forms W=2 with one Form W-3 and 
Forms W~2P with a second Form W-3. 
Also, file separately forms lacking tax- 
payer identifying numbers with a Form 
W-3, and certify that you requested but 
have not received the recipients’ taxpayer 
identifying numbers. 

If you have a large number of forms, 
you may send them in convenient-sized 
packages. Show your name and identify- 
ing number on each package, number 
them consecutively, and place Form W-3 
in package number one. Show the num- 
ber of packages at the top of Form W-3. 
If sent by mail, these forms and packages 
require first class postage. 


General Instructions for Forms 
W—2, W—2P, 1099R, and W-3P 


_ A. Who Must File.—The returns to be 
filed with Form W-3 and the payers re- 


S2062/0 5/00 ' nOHRaRDP 86- 
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(1) Form W-2, Wage and Tax State- 
ment, is to be filed by employers. (See 
Circulars A and E for detailed instruc- 
tions.) However, if you file an Employ- 
er’s Quarterly Tax Return for Household 
Employees, Form 942, use it as a trans- 
mittal for Form W-2. 

_(2) Form W—2P, Statement for Recip- 
ients of Annuities, Pensions, or Retired 
Pay, and Form 1099R, Statement for Re- 


--cipients of Lump-Sum Distributions from 


Profit-Sharing and Retirement Plans, are 
to be filed by employees’ trusts or funds; 


. Federal, State, or local government retire- 
ment.systems; life insurance companies; 


and other payers who are obligors respon- 
sible for making the reported payments. 
if an employer makes retirement plan 
contributions to an employees’ trust, 
which, in turn, 
ments to retirees and their beneficiaries, 
the trust and ne’ the employer is the 
obligor responsibie for submitting Forms 
W-2P and 1099R (and Form W-2 for the 
trust’s own employees, if any). These 
forms should bear the trust’s name, ad- 
dress, and employer identification num- 
ber, (Of course, the trust may employ an 
agent or fiduciary to prepare and file the 


forms, while still maintaining its obligor _- - 


responsibilities.) See paragraph D below. 
Similarly, a bank serving as fiduciary for 
an employees’ trust or retirement fund 
and withholding income tax when re- 
quested by annuitants, would (if it pre- 
pares the Forms W-—2P and 1099R) show 
the obligor trust’s or fund's name, ad- 
dress, and employer identification nurm- 
ber on the Forms W-2P and 1099R. 

(3) Form W-3P, Annual Report by Cer- 
tain Payers of Annuities and Lump-Sum 
Distributions, is to be filed by Federal, 
State and local government agencies or 
retirement systems making payments 
reportable on Forms W-2P and 1099R, 
and life insurance companies maintaining 
pension plan reserves described in Inter- 
nal Revenue Code section 805(d)(1). 


B. When to File-—Forms W-2, W-2P, 
1099R, and W-3P must be filed on or 
before February 28, 1975, except by em- 
ployers of household: workers who should 
attach Forms W-2 to their 4th quarter 
Form 942 and file by January 31, 1975, 


C. Calendar Year Basis.—All amounts 
on Forms W-2, W—2P, 1099R, and W—3P 
must be based on a calendar year. 


(Continued on page 2) 
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 D. Identifying Numbers.--—The Service 


associates and verifies income payments - 


and withheld taxes reported on informa- 
tion returns with corresponding amounts 
on tax returns, principally through tax- 
payer identifying numbers. To make this 


possible you must provide payers’ and re- 


_cipients’ taxpayer identifying numbers on __ 
é forms, magnetic tape, or disk pack 


you send to the Service. If you are en- 
gaged in a trade or business, your tax- 
payer identifying number is the employer 
identification mumber. Sole proprietors 
who are payers should show their em- 
loyer identification number on the re- 
@:: they prepare. However, payers 
whould use the social security number of 
a sole proprietor on returns for payments 

to him. 


For information returns showing pay- 
ments to more than one recipient (for 
.. example, an annuity. paid jointly to two 
individuais), show on the first line the 
name of the recipient whose identifying 
number is on the return. If the recipient is 
not an individual and the name runs over 
the first line, continue it on the second 
line and, if necessary, subsequent lines. 


. When you-have not yet succeeded. in — 


obtaining recipients’ taxpayer identifying 
numbers, separate the returns without 
numbers from those with numbers. 


E. Statements to Income Recipients.— 
You may give statements to income recip- 
ients on Government-printed official 
forms or on privately printed substitute 
forms. You may expand the dimensions 
of substitute forms from the official di- 
mensions to allow space for additional 
information, such as withholding from 
pay for health insurance, union dues, etc. 
You may thus be able to eliminate state- 
ments or notices that you would other- 
wise furnish separately to recipients. This 
should be particularly beneficial if’ you 
file returns on magnetic tape or disk pack. 


Substitute forms need contain only ap- 
plicable payment boxes and captions and 
may omit other boxes found on the offi- 
cial form. (See paragraph F for additional 
requirements that apply when you file re- 

é: on paper forms with the Service or 

State or local tax departments.) Sub- 
stitute forms should bear the appropriate 
designation, such as “Form W—~2,’’ and 
the title shown on the official form, even 
when the substitute contains additional 


Page 2 


information. These substitutes are accept- 
able when attached to the recipient’s tax 
return (where instructions call for attach- 
ment of Farm W—2 or W—2P to Form 1040 
or 1040A) and recipients should be so ad- 
vised. Furnish sufficient copies to recip- 
ients so they can attach a copy to Federal 
and to any State or local tax return and 
also keep a copy for their records. 


You may obtain revenue procedures 
on specifications for private printing of 
information documents. and use of sub- 
stitutes, as well as additional copies of 
the Government-printed forms from In- 
ternal Revenue Service Centers, district 
offices, and many local offices. 


Although you are not required in alt 


instances to provide employees and other 
income recipients with statements, the 
Service urges you to do so since it helps 
the recipients prepare their income tax 
returns. Generally, you should provide 
statements to recipients after December 


31, 1974, and by January 31, 1975. More- - 


over, you must issue the statements with- 
.in 30 days after the last payment. of 
wages, retired pay, or annuity if the re- 
cipient’s employment or annuity ends be- 


fore December 31, 1974. (lf you deduct 


and withhold railroad retirement (RRTA) 
tax, you must also furnish recipients 
the information required under section 
6051(e).) 


F. Returns Filed with the Service or 
State and Local Tax Departments.—lIf 
you usé paper forms for filing with the 
Service or with State or local tax depart- 
ments, the returns must be on the official 
form or a substitute form reflecting the 
applicable boxes (amount fields) in the 
same order and sequence and with the 
same box identifying number and title 
as the official form. You must also repro- 
duce the scanning or heavy lines on the 
“A” copy you file with the Service. You 
may include additional data elements 
(such as deductions for health insurance, 
union dues, etc.) on a substitute form in 
any order or sequence in the open space 
on the form. 


If you make payments not subject to 
FICA tax, you may omit boxes 3, 4, and 
5 on paper Forms W-2. When you enter 


State or local tax information, boxes 6, 7, - 


and 8, numbered and with appropriate 
captions and data entries, should imme- 


Approved For Release 2a S0GA0 SCLACRDHEE-0 


(and boxes 9 through 11 are not applica- 
ble), the additional information for recip- 
ients that you may want to leave on 
copies “A” (IRS copy) and “‘I’’ (State or 
local tax copy), may follow box &. 

Although the Service does not require 
you to file a supporting reconciliation 
statement, you should reconcile the pay- 
ments shown on these information re- 
turns with your books of account and 
Form 941, 941E, 942, or 943, to avoid 
unnecessary correspondence with the 
Service, 


'G. Corrected Returns.—Since a cor- 
rected information return completely re- 
- places a return previously filed, it is very 
important to the Service and to the in- 
come recipient that you complete all re. 
quired data fields and identify it as a 
corrected return. For returns filed on 
paper, enter an “X" to the right of the 
format indicator number (which is ‘'1' 
on Government-printed forms) and center 
the words “CORRECTED RETURN’ in 
upper case letters in the top 14 inch of 
the form. Also, identify statements for 
recipients as “corrected.” 


Specific Instructions for Forms ~ 


W-2, W:--2P, 1099R, and W-3P 


(References are to the Internal Revenue 
Code unless otherwise specified) 


You must file information returns with 
the Service and provide statements to 
income recipients in all cases where you 
have withheld income or social security 
tax. You must also file returns and pro- 
vide statements to recipients in a number 
of other instances (for example, as re- 
quired under sections 6041, 6047, 6051, 
and 6052). Most payers find that even 
when not required, it is usually cheaper 
and more convenient to file return Forms 
W-2, W-2P, and 1099R and provide state- 
ments to recipients for all payments and 
the Service prefers that they do so. 

The instructions below cover all fines 
or boxes on the official! forms. If an entry 
is not appropriate, leave the line or box 
blank. Privately printed substitute forms 
need show only applicable items. 


A. Form W-2, Wage and Tax State- 
ment.—Use this form to report payments 
from an employer to an employee. 
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rom WED 


Department of the Treasury 
Internal Revenue Service 


Enter 
number of 


documents Form W_2 


PAYER'S identifying number 


Place an “X" in the proper box to identify 
type of document being transmitted 


Form W-2P 


prevent @ pitta 2062eieo neo aneb tax 


(Magnetic tape or disk pack filers: See the revenue procedures 
that apply to magnetic tape or disk pack transmittal of returns.) 


All documents are: Place 


Form 1099R Original Corrected 


temnes0ts7 


1974 


an “X" in the proper boxes. (Sec Instructions.) 


With taxpayer Without taxpayer 
identifying number identifying number 


Vf 
C 


Type or print PAYER’S name, address and ZIP code above. 


Box 1.—Federal income tax withheld. 
_. Box 2. Wages, tips, and other com- 


e 


pensation. The sum of wages paid (in-. 


cluding sick pay and non-cash remunera- 
tion), tips reported and all other com- 
pensation (amounts includible in the em- 
‘ployee’s gross income but not subject 


‘to Federal income tax-withholding). The 


amount in box 2 is before any payroll 
- deductions. If you have a payroll system 
that makes it difficult to combine ‘‘other 
compensation” with wages and tips, you 
may avoid the problem by filing two 
Forms W-—2, one of which shows wages 


and tips, and the other, “‘other compen- 


sation.” 


Box 3.~-FICA employee tax withheld. 
Total if any FICA employee tax (not em- 
ployer tax) withheld. If there was an ad- 
justment in: 1974-to correct the FICA 
taxes for a prior year, enter the amount 
of FICA taxes withheld from wages paid in 
1974 as adjusted by any overcollection 
or undercollection for a prior year. 


Box 4.—Total FICA wages. Total wages 
paid and tips reported (before payroll de- 
ductions) subject to FICA. Non-cash re- 
muneration is considered wages. You 
need not make a FICA wage entry if (1) 
FICA wages equal the amount shown in 


imum subject to FICA tax, and total wages 
for income tax withholding purposes ex- 
ceed that maximum. 


Box 5.-—Uncollected employee FICA 


tax on tips. See Circular E for instruc- 
tions. 


State or Local Tax Information—tThe 
6 part Form W—2 contains boxes for mar- 
ital status and employer’s State identifi- 
cation number and boxes 6 through 11 
for reporting State and local tax informa- 
tion. Though the Internal Revenue Service 
does not require this information, you 
may include these amounts on Copy A 
filed ‘with the Service if you find it con- 
venient. This will often be the case when 
you use copies of returns prepared on 
IRS forms for your State returns or as 
recipients’ statements. 

Other Information.——The first two 
boxes were added because of pend- 
ing pension reform legislation. If pension 
legislation is enacted for 1974, you will 
be furnished information on the comple- 


term life insurance coverage in excess of 
$50,000 for your employees, enter the 
portion of premiums attributable to the 
éxcess in this box. 

Excludable Sick Pay Included in Box.. 
2.-—You are not required to make entries 


- in this box. However, if you do, your em- 


“ port his sick pay exclusion when filing. - 


- box 2,. or-(2)-FICA -wages..are-the max:... 


ployee may use Form W-2 instead of 
Form 2440 (or other statement) to sup- 


his income tax return. 


You should only make entries if your 
records— . . 
(1) Separately show the amount of 
each wage continuation payment and ex- 

cludable portion thereof, and 

(2) Contain data to substantiate the 
employee's right to exclude such amount 
by a written statement from the employee, 
specifying whether absence from work... 
during the period for which payment was 
made was due to sickness or personal 
injury, and if due to personal injury 
whether he was hospitalized for at least 
one day. You may also rely on other in- 
formation which you believe will establish 
the employee's right to exclude payments. 

You must also assume responsibility 
for assuring entries made are based on 
required records and information. 


B. Form W-2P, Statement-for Recip- - 
ients of Annuities, Pensions, or Retired 
Pay.—Use this form to report periodic 
retirement plan distributions (for ex- 


‘ample, retired or retainer pay, or an- 


riuities and pensions) as well as annuities 
paid under commercial, individually pur- 
chased contracts. However, report peri- 
odic distributions subject to social se- 
curity (FICA) tax withholding on Form 
W-2, Wage and Tax Statement. Retired 
pay (for example, payments to retired 
military personnel and certain judiciary 
officials) formerly reportable on Form 
W-—2, is now reportable on Form W-2P. 
Form W-2P is not required for (a) re- 
tiremient benefits exempt under the tax 
law (for example, social security, most 
railroad retirement and Veterans Admin- 
istration payments), (b) distributions 
effected by a fiduciary filing on Form 
1041 and providing Schedule K-1 (Form 
1041) to beneficiaries, or (c) lump-sum 
payments reportable on Form 1099R. 
Box 1.—Federal income tax withheld. 


QUA - 
OP 


"Hone are withheld, without regard ‘to: any ~~ 


exclusion from gross income allowable 
under the tax law. (For disability: retirees, 
see instructions applicable to boxes 4 and 
5 below.) 


Box 3.—Taxable amount of annuity, 
pension, or retired pay. This is the 
amount includible in the recipient’s ad- 
justed gross income, It will often be the 


-gamé figure as that shown in the ‘Gross - 


amount’ box. There may be some years 
(for example, when annuities are subject 
to the 3-year or other cost recovery rule) 
‘in which no part of the payments is tax- 
able. If you cannot provide the taxable 
amount because you do not know all the 
facts necessary to compute it (for ex- 
ample, the section 101(b) death benefit 
exclusion, when applicable to a survivor- 


-—beneficiary’s -annuity, taxable_under sec- 


tion 72), you may report only the gross 
amount and leave the taxable amount box 
blank. However, the Service encourages 
you to provide the taxable amount when- 
ever possible to help your recipients re- 
port income on their tax returns correctly. 


Boxes 4 and 5.—Disability retirees 
under retirement age. Report in box 4 
the gross amount of payments you made 
to disability retirees before they reach 
retirement age and to which the sick pay 


exclusion of section 105(d) may be ap-—-— --: 


plied. Report excludable sick pay in box 
5. Generally, if there are entries in these 
boxes, no amounts will appear tn boxes 
2 or 3. However, in the year in which a 
disability retiree reaches retirement age, 
there will be amounts reportable in boxes 
2 and 3, as well as in boxes 4 and 5. In 
that year he will receive payments before 
his retirement date (birthday), that are 
taxable as wages and salaries subject to 
sick pay exclusion, while payments re- 
ceived on or after that date are taxable 
under the annuity rules of section 72. 


State or Local Tax Information.—Boxes 
6, 7, and 8, and the box for payer's State 
identifying number appear on the official 
form for reporting State and local tax in- 
formation. (Several States now provide 
for voluntary tax withholding on annul. 
ties, paralleling Federal law.) Though the 
Service does not require this information, 
you may include those amounts on 
Copies ‘‘A' filed with the Service if you 
find it convenient. This will often be the 


tion of these Doxde» proved For Release SOQaITNIUN® LIA RP BRB CAD RSA ROOU TOO TAG aE? *> 9 returns Preperet 


cluded in Box 2.-—lf you provide group- 


before income tax or other payroll deduc- 
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+@ii official forms for your State ete fe) 


*- as recipient's statemen&pprove 


C. Form 1099R, Statement for Recip- 
ients of Lump-Sum Distributions from 
Profit-Sharing and Retirement Plans.— 
In addition to using this form for lump- 
sum distributions from profit-sharing 


ump-sum payments of matured or re- 
deemed annuity, endowment, and life in- 
surance contracts. Do not use it for peri- 
odic payments (whether paid under a 
profit-sharing or retirement plan or under 
an optional settlement made by a life 
insurance company), The form’ does not 
apply to payments subject té income or 
social security (FICA) tax withholding. 


@:: retirement plans, also use it to report 


' (See instructions above, on use of Form 


W--2P and Form W--2.) Employers who 
complete (or whose trustees or payers 
complete) all applicable boxes of Form 
-1099R, will satisfy the employee commu- 


' nication requirements of Proposed Reg- 


ulations 1.402(a)—2(f). 
Box. 1.—Amounts includible as income. 


=-.=.--.. Enter the total of amounts in boxes. 2,3. 
and 4, but do not include excludable or 
~ ~ ta%-deferred amounts reportable inboxes 


5 through 7. 


Box 2.—Capital gain (for total distri- 
butions only); and Box 3.——Ordinary in- 
come. See proposgd Regulations 1.402 
(a)—2 and 1.403(a)-—-2 for information on 
determining the capital gain and ordinary 


' “intanté elements of a total ‘distribution:~~ 


You must check the applicable box in. 
--This is, ar is not, a total distribution.” If 


“the distribution is not a total distribution, 


no part of it can qualify for capital gain 


_ treatment. 


(Soe IN OUIRRL Cio REABE G08 


should be without regard to the survivor's 
death benefit exclusion under Code sec- 
tion 101(b). You are encouraged to pro- 
vide recipients with information, if you do 
hot actually furnish the computation, on 
how they may compute and allocate the 
exclusion between capital gain and ordi- 
nary income elements. (Propased Reg. 
1.402(a)—2 and IRS Publication 575 pro- 
vide helpful information on computing 
and allocating the exclusion.) | ; 

Box 4.—Premiums paid by a trust for 
current life insurance protection. See Reg- 
ulation 1.72—16(b), and Revenue Ruling 
55-747 and 66-110 for information on 
the cost of premiums, paid by an em- 
ployee’s trust under a qualified plan for 
current life insurance protection, taxable 
to plan participants or their beneficiaries. 

Box 5.—Employee contributions. Enter 
the amount of employee contributions 


which is tax-excludable upon the payment . 


of a distribution. This is the amount (a) 
actually contributed by the employee over _ 
the years under the retirement or profit- 


Sr Krad appreciation in 

Og OG ANBZE: ae eeculations 
1-32(a)—1(b) for determination of the 
net unrealized appreciation. Use this box 
if a distribution includes securities of the 
employer corporation (or a subsidiary or 
parent corporation) and you can compute 
the net unrealized appreciation in the 
employer's securities. 


Box 8.—Other, This space is for payers 
whose distribution includes items not 
covered by the above and who want to 
provide that information to employees or 
beneficiaries. or example, the valye of 
U.S. Retirement Bonds or.annuity con- 
tracts that you may distribute to employ- 
ees or beneficiaries when there are no 
current tax consequences), 


D. Form W-3P, Annual Report by Cer- 
tain Payers of Annuities and Lump-Sum 
‘Distributions.—This form should be used 
only by government agencies or retire- 
ment systems, and insurance companies. 
File Form W-3P with Form W-3. 


.. Line t.—Gross amount of payments 
—feported..on Forms WP. This. shauld 


“sharihe plan, pros (bh) any employer-con- 
- tributed amounts considered to have been 


contributed by the employee under sec- 
tion 72(f), and. (c) the accumulated cost 
of premiums paid for life insurance pro- 
tection, taxable to the employee in pre- 
vious years and in the current year (box 
4) under Regulation 1.72--16. 

Box 6.——Life insurance element. This 
applies to proceeds of life insurance and 
annuity, contracts purchased under. a- 
qualified pension; annuity, or profit-shar- 


~ ing plan, to the éxterit excludable under ~ 


section 101(a). See Regulation 1.72- 
16(c). | 


equal the tota! of the amounts shown in 
* box 2 of all Forms-W--2P that you file. 


~ “Line 2.--Gross amount of distributions 
reported on Forms JO99R. This should 
equal the total of the amounts shown in 
box 1 of all Forms 1099R that you file. 


Line 3.—Book value of assets (or-pen- 
sion plan reserves in the fund). The Serv- 


~ ice prefers this total to be for thé calendar 


year.ended December 31, 1974, but if 
—your fiscal year-ends on some other date, 


“report the book valiie as of the end of” 


your fiscal year ending within calendar 
year 1974, 0 - 
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